Preliminary results are encouraging. In the Navy's T-45
jet trainer program, more than 10 percent of the specifica-
tions and 50 percent of the contract data requirements were
recommended for elimination. Of the remaining specifica-
tions on this program, more than 75 percent were tailored
or modified to require only those tusks truly required for
the efficient development and production of the system.

Test evaluation. Proper testing is also an integral part of
quality and is essential to sound management of our acqui-
sitions. In response to your interest in operational test and
evaluation, let me give you a brief status report.

Pursuant to congressional direction, the Department of
Defense created the office of the director, operational test
and evaluation, in January 1984. The charter for the office
was promulgated on 2 April 1984, and Brigadier General
Mike Hall was assigned to manage the office until a direc-
tor could be appointed. The president recently nominated
Mr. John E. Krings to be the director, and liis nomination
is now before the Senate for confirmation, The office has
been allocated sixteen manpower spaces to carry out its re-
sponsibilities; ten of the positions are filled. In order to al-
low the director to choose his own management team, we
did not attempt to fill the senior civilian executive
positions.

Despite the delay in naming a director, the test and eval-
uation office has been performing as specified in the legis-
lation and is monitoring more than 150 major acquisition
programs. The office is working with the services' inde-
pendent test agencies to make sure that test plans are ade-
quate to evaluate each system's operational effectiveness
and suitability. It has also had observers present during the
preparation for and conduct of operational tests. I should
emphasize that the office does not conduct tests; each serv-
ice has an independent agency that is responsible for de-
signing and conducting operational tests for major pro-
grams. These agencies provide evaluations directly to the
service chiefs, independent of any service research and de-
velopment or procurement staff. These evaluations are also
provided to OSD and, togclhcr with the results from all
other tests of (he .system, form the basis for (he director's
independent operational effectiveness and suitability as-
sessment provided to the secretary of defense and the Con-
gress. The operational test and evaluation office has sub-
mitted three such reports on major weapons that have
proceeded beyond low-rate initial production; The M1A1
tank, the Tomahawk, and the SM-2 standard missile
system.

Warranties. Another area related to the quality of our
weapons in which you indicated an interest is the use of
warranties. First, may I remind you that the Defense De-
partment has used warranties to ensure quality for its pro-
grams for many years. We continue to be responsive to the
recent legislation which directs the expanded use of war-

ranties and makes an important contribution to the im-
proved quality of our products.

Section 1234 of the Defense Procurement Reform Act
of 1984 has amended chapter 141 of title 10, United States
Code, by adding a new section 2403 entitled, "Major
Weapon Systems; Contractor Guaranties." The law be-
came effective January 1, 1985. We issued interim guid-
ance on December 24, 1984, because there was not suffi-
cient time prior to January 1 to allow all interested parties
to comment and then to publish a final version. We did,
however, consult with the Armed Services Committee
staffs of the House and Senate before we released our in-
terim guidance.

Our interim guidance was published in the Federal Reg-
ister on January 3, 1985, for public comment over a
60-day period, which ended on March 4, 1985. We are
now reviewing the public comments, will incorporate them
where appropriate* and then consult with Congress. Final
guidance will be issued as quickly as possible thereafter.
In the meantime, the interim guidance establishes our poli-
cies for implementation of the law.

There are other important elements of our quality-
excellence program such as designing and building in
quality, considering a firm's "quality history" in source se-
lection, providing incentives to contractors to improve
quality and productivity, and ensuring adequately trained
personnel. I would be glad to answer any questions you
may have about our work in these areas,

As a result of this administration's successful economic
policies and the effectiveness of the department's manage-
ment initiatives such as competition and spare-parts pro-
curement reform, we have already made significant head-
way in reducing the cost growth on our major acquisition
programs. In particular, since early 1981 we have made
very substantial gains in controlling the rate of cost
growth. These gains are clearly shown in the July 1984
Congressional Budget Office special study entitled, "A
Review of the Department of Defense December 31, 1983,
Selected Acquisition Report." The budget office's analysis
indicates in then-year dollars that the cost growth rate has
declined from 14 percent in 1980 to 12 percent in 1981,
3,5 percent in 1982, and about 1 percent in 1983. In base-
year dollars, the cost growth rate was about 7 percent in
1980, 7.5 percent in 1981, 2,3 percent in 1982, and less
than 1 percent in 1983.

Another way to look at this analysis is to examine pro-
gram acquisition unit costs. These are the same unit costs
you require us to monitor in accordance with title 10,
United States Code, section 139b, commonly referred to
as the Nunn-McCurdy amendment. Since initiation of the
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